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STATE  OF  MONTANA 

COMPREHENSIVE  EMPLOYMENT  AND  TRAINING  ACT 
SUBGRANT  NUMBERS  76-56046,  76-56047,  76-56059, 
76-56062,  76-56067,  76-56071,  76-56091,  AND  30-6-101-10 
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Report  on  Examination  of  Financial  Statements 

Conducted  Under  Contract  By 
Ernst  and  Ernst,  CPA's 


76C-27 


STATE   OF  MONTANA 


MORRIS  L   BRUSETT 
LEGISLATIVE  AUDITOR 


^ttxtt  nf  iht  ^tJ^hinixixt  ^uhiiitx 


STATE  CAPITOL 

HELENA.  MONTANA  59601 

406/449-3122 


October  13,  1977 


DEPUTY  LEGISLATIVE  AUDITORS: 
JOSEPH  J.  CALNAN 
ADMINISTRATION  AND 
PROGRAM  AUDITS 

ELLEN  FEAVER 

FINANCIAL-COMPLIANCE  AND 
CONTRACTED  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W.   NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  are  reports  on  the  audit  of  the  following 

CETA  subgrants  relating  to  the  Employment  Security  Division: 

76-56046 
76-56047 
76-56059 
76-56062 
76-56067 
76-56071 
76-56091 
30-6-101-10 

These  audits  were  conducted  by  Ernst  and  Ernst,  CPA's,  under  a 
contract  between  the  firm  and  our  office.   The  comments  and  recommen- 
dations contained  in  these  reports  represent  the  views  of  the  firm  and 
not  necessarily  the  Legislative  Auditor. 

The  agency's  written  responses  to  the  report  recommendations  are 
included  in  the  back  of  this  report. 

Respectfully  submitted. 


Morris  L.  Brusett,  CPA 
Legislative  Auditor 
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CETA  Subgrant  Number  30-6-101-10 
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Governor's  Employment  and  Training  Council 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  reports  and  the  audited  agency's  replies  thereto  and  also  as  a 
ready  reference  to  the  supporting  comments.   The  full  replies  of  the 
Governor's  Employment  and  Training  Council  and  the  Employment  Security 
Division  are  included  in  the  back  of  this  report. 

Page 
Subgrant  Number  76-56046 

That  greater  care  be  exercised  in  the  drawing  of  cash  to 

match  expenditures.  9 

Agency  Reply;   Concur.   See  page  2. 

Subgrant  Number  76-56047 

No  specific  recommendations  were  made,  and  no  written 
response  was  solicited. 

Subgrant  Numbers  76-56059 >  76-56062,  and  76-56067 

That  the  division  improve  its  internal  procedures  to 

properly  state  cost  accruals.  13,  12,  and 

12  of  the 
respective 
reports 

Agency  Reply:   Concur.   See  page  3. 

Subgrant  Number  76-56071 

No  specific  recommendations  were  made,  and  no  written 
responses  were  solicited. 

Subgrant  Number  76-56091 

No  specific  recommendations  were  made,  and  no  written 
responses  were  solicited. 

Subgrant  Number  30-6-101-10 

That  there  be  a  greater  degree  of  cooperation  between 

the  Department  of  Labor  and  the  grantee.  10 

Agency  Reply:   Concur.   See  page  7. 

That  interrelationships  between  grants  be  avoided  if  at 

all  possible.  11 


Agency  Reply;   Do  not  concur.   See  page  7. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-56046  AWARDED  TO 
EMPLOYMENT  SECURITY  DIVISION  -  DEPARTMENT  OF  LABOR  AND  INDUSTRY 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JULY  1,  1975  TO  SEPTEMBER  30,  1976 


CONTENTS 

Accountants'  Report  Page  3 

Schedules: 

A  -  Status  of  Federal  Funds  4 

B  -  Statement  of  Accrued  Expenditures  5 

C  -  Accrued  Expenditures  by  Program  Activity  6 

D  -  Summary  Schedule  of  Questionable  Expenditures  7 

E  -  Compliance  and  Internal  Control  8 


Ernst  &Ernst 

2700  Seattle-First  National  Bank  Bldg  •  1001  Fourth  Ave  •  Seattle.  WA  981  54  •  Phone  206/622-0610 


January  30,  1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 
number  76-56046  awarded  to  the  Employment  Security  Division  -  Department  of 
Labor  and  Industry  (Subgrantee)  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  October  29,  1976. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  subgrant  agreement  was  for  $658,143.00  all  of  which  was  advanced  to  the 
subgrantee.   Costs  of  the  subgrantee  totaled  $595,039.37  from  which  audit  samples 
were  drawn.   Schedule  D  lists  no  questionable  expenditures  disclosed  by  our 
sample.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  subgrant  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  October  29,  1976. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  findings 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-56047  AWARDED  TO 
EMPLOYMENT  SECURITY  DIVISION  -  DEPARTMENT  OF  LABOR  AND  INDUSTRY 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JULY  1,  1975  TO  SEPTEMBER  30,  1976 


CONTENTS 

Accountants'  Report  Page  3 

Schedules: 

A  -  Status  of  Federal  Funds  4 

B  -  Statement  of  Accrued  Expenditures  5 

C  -  Accrued  Expenditures  by  Program  Activity  6 

D  -  Summary  Schedule  of  Questionable  Expenditures  7 

E  -  Compliance  and  Internal  Control  8 


Ernst  &  Ernst 

2700  Seattle-First  National  Bank  BIdg  •  1001  Fourtli  Ave  •  Seattle,  WA  981  54  •  Phone  206/622-0610 


March  2,    1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 
number  76-56047  awarded  to  the  Employment  Security  Division  -  Department  of 
Labor  and  Industry  (Subgrantee)  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  March  2,  1977. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.  S.  Department  of  Labor.   It  included 
tests  of  the  accounting  and  program  records  and  such  other  auditing  procedures 
as  we  considered  necessary  in  the  circumstances. 

The  subgrant  agreement  was  for  $1,178,676.68  of  which  $1,173,820.68  was  advanced 
to  the  subgrantee.   Costs  of  the  subgrantee  totaled  $1,173,820.68  from  which 
audit  samples  were  drawn.   Schedule  D  lists  no  questionable  expenditures  dis- 
closed by  our  sample.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual 
basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  subgrant  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  March  2,  1977. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  findings 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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C  -  Accrued  Expenditures  by  Program  Activity  7 

D  -  Summary  Schedule  of  Questionable  Expenditures  8 

D-1  -  Detailed  Schedule  of  Questionable  Expenditures  9 
E  -  Compliance  and  Internal  Control                      10 


Ernst  &  Ernst 

2700Seattle-First  National  Bank  BIdg  •  1001  Fourth  Ave  •  Seattle.  WA  981  54  •  Phone  206/622-0610 


February  3,  1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  subgrant 
number  76-56059  awarded  to  the  Employment  Security  Division  -  Department  of 
Labor  and  Industry  (Subgrantee)  for  the  period  July  1,  1975  to  September  30,  vt 
1976,  including  transactions  to  the  final  close  out  at  October  30,  1976.   Such 
transactions  represent  expenditures  incurred  for  discharge  of  cost  accruals 
at  September  30,  1976  or  amounts  due  as  of  that  date  from  various  agencies  with 
which  the  subgrantee  contracted  for  services.   The  subgrant  agreement  was  for 
$4,641,073.00  of  which  $3,431,911.34  was  advanced  to  the  subgrantee.   Costs 
incurred  under  the  subgrant  totaled  $3,175,851.28.   These  costs  include 
$3,066,926.00  of  costs  incurred  by  274  agencies  with  which  the  subgrantee  con- 
tracted or  made  arrangements  for  services. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances,  including  audit  samples  drawn 
from  $948,533.18  of  the  costs  of  the  aforementioned  agencies  which  were  selected 
for  audit.   Schedules  D  and  E  list  additional  costs  of  $121,854.45  which  should 
have  been  accrued  but  were  not  accrued  in  connection  with  close  out  of  the 
subgrant  period.   Schedule  D  lists  no  questionable  expenditures  disclosed  by 
our  audit,  however,  reference  is  made  to  Schedule  E  for  a  discussion  of  various 
deficiencies  and  other  matters  which  came  to  our  attention  in  the  course  of 
our  audit.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis  of 
accounting. 

In  our  opinion,  except  that  accrued  total  costs  should  be  $121,854.45  greater 
and  the  amount  due  to  the  prime  sponsor  should  be  $121,854.45  smaller,  these 
schedules  present  fairly  the  financial  information  contained  therein  which 
relates  to  the  subgrant  for  the  period  July  1,  1975  to  September  30,  1976, 
including  transactions  to  the  final  close  out  at  October  30,  1976. 
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We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the 
findings  resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-56062  AWARDED  TO 
EMPLOYMENT  SECURITY  DIVISION  -  DEPARTMENT  OF  LABOR  AND  INDUSTRY 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JULY  1,  1975  TO  SEPTEMBER  30,  1976 
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Ernst  &Ernst 

2700  Seattle-First  National  Bank  BIdg  •  1001  Fourth  Ave  •  Seattle,  WA  981  54  •  Phone  206/622-0610 
February  3,  1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 

number  76-56062  awarded  to  the  Employment  Security  Division  -  Department  of  ^ 

Labor  and  Industry  (Subgrantee)  for  the  period  July  1,  1975  to  September  30, 

1976,  including  transactions  to  the  final  close  out  at  October  30,  1976.   Such 

transactions  represent  expenditures  incurred  for  discharge  of  cost  accruals 

at  September  30,  1976  or  amounts  due  as  of  that  date  from  various  agencies  with 

which  the  subgrantee  contracted  for  services.   The  subgrant  agreement  was  for 

$7,563,535.00  all  of  which  was  advanced  to  the  subgrantee.   Costs  incurred  under 

the  subgrant  totaled  $7,563,535.00.   These  costs  include  $7,406,388.76  of  costs 

incurred  by  201  agencies  with  which  the  subgrantee  contracted  or  made  arrangements 

for  services . 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances,  including  audit  samples  drawn 
from  $2,035,207.65  of  the  costs  of  the  aforementioned  agencies  which  were  selected 
for  audit.   Schedule  D  lists  no  questionable  costs  disclosed  by  our  audit,  however, 
reference  is  made  to  Schedule  E  for  a  discussion  of  the  various  deficiencies 
and  other  matters  which  came  to  our  attention  in  the  course  of  our  audit.   Schedules  A, 
B,  and  C  have  been  prepared  on  the  accrual  basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  for  the  period  July  1,  1975  to  September  30,  1976,  including  transactions 
to  the  final  close  out  at  October  30,  1976. 


E&E 


-3- 


^1  1 1 1^1. 


We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the 
findings  resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-56067  AWARDED  TO 
EMPLOYMENT  SECURITY  DIVISION  -  DEPARTMENT  OF  LABOR  AND  INDUSTRY 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JULY  1,  1975  TO  SEPTEMBER  30,  1976 
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E  -  Compliance  and  Internal  Control  9 


Ernst  &Ernst 

2700Seattle-First  National  Bank  BIdg  •  1001  Fourtti  Ave  •  Seattle,  WA  981  54  •  Plione  206/622-0610 


February  3,  1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 
number  76-56067  awarded  to  the  Employment  Security  Division  -  Department  of 
Labor  and  Industry  (Subgrantee)  for  the  period  July  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  October  30,  1976.   Such 
transactions  represent  expenditures  incurred  for  discharge  of  cost  accruals 
at  September  30,  1976  or  amounts  due  as  of  that  date  from  various  agencies  with 
which  the  subgrantee  contracted  for  services.   The  subgrant  agreement  was  for 
$944,700.00  all  of  which  was  advanced  to  the  subgrantee.   Costs  incurred  under 
the  subgrant  totaled  $944,700.00.   These  costs  include  $927,442.25  of  costs 
incurred  by  93  agencies  with  which  the  subgrantee  contracted  or  made  arrange- 
ments for  services. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances,  including  audit  samples  drawn 
from  $90,537.73  of  the  costs  of  the  aforementioned  agencies  which  were  selected 
for  audit.   Schedule  D  lists  no  questionable  costs  disclosed  by  our  audit,  how- 
ever, reference  is  made  to  Schedule  E  for  a  discussion  of  various  deficiencies 
and  other  matters  which  came  to  our  attention  in  the  course  of  our  audit. 
Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  for  the  period  July  1,  1975  to  September  30,  1976,  including  transactions 
to  the  final  close  out  at  October  30,  1976. 
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We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the 
findings  resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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AUDIT  REPORT 

CETA  SUBGRANT  NUMBER  76-56071  AWARDED  TO 
MANPOWER  COUNCIL  -  CONCENTRATED  EMPLOYMENT  PROGRAM 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JANUARY  1,  1976  TO  SEPTEMBER  30,  1976 


CONTENTS 
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A  -  Status  of  Federal  Funds  A 

B  -  Statement  of  Accrued  Expenditures  5 

C  -  Accrued  Expenditures  by  Program  Activity  6 

D  -  Summary  Schedule  of  Questionable  Expenditures  7 

E  -  Compliance  and  Internal  Control  8 


Ernst  &Ernst 

2700  Seattle-First  National  Bank  BIdg  •  1001  Fourth  Ave  •  Seattle.  WA  981  54  •  Phone  206/622-0610 

I 

January  30,  1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  subgrant 
number  76-56071  awarded  to  the  Manpower  Council  -  Concentrated  Employment  Program 
(Subgrantee)  for  the  period  January  1,  1976  to  September  30,  1976. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  subgrant  agreement  was  for  $352,500.00  all  of  which  was  advanced  to  the 
subgrantee.   Costs  of  the  subgrant  totaled  $352,500.00  from  which  audit  samples 
were  drawn.   Schedule  D  lists  no  questionable  expenditures  disclosed  by  our 
sample.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  subgrant  for  the  period  January  1,  1976  to  September  30, 
1976. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  findings 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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EMPLOYMENT  SECURITY  DIVISION  -  DEPARTMENT  OF  LABOR  AND  INDUSTRY 

HELENA,  MONTANA 
SUBGRANT  PERIOD  FROM  JUNE  1,  1976  TO  DECEMBER  31,  1976 


CONTENTS 
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Schedules: 

A  -  Status  of  Federal  Funds  4 

B  -  Statement  of  Accrued  Expenditures  5 

C  -  Accrued  Expenditures  by  Program  Activity  6 

D  -  Summary  Schedule  of  Questionable  Expenditures  7 

E  -  Compliance  and  Internal  Control  8 


Ernst  &  Ernst 

2700  Seattle-First  National  Bank  BIdg  •  1001  Fourth  Ave  •  Seattle,  WA  981  54  •  Phone  206/622-0610 


April    7,    1977 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Subgrant 
number  76-56091  awarded  to  the  Employment  Security  Division  -  Department  of 
Labor  and  Industry  (Subgrantee)  for  the  period  June  1,  1976  to  December  31, 
1976,  including  transactions  to  the  final  close  out  at  March  29,  1977.   Such 
transactions  represent  expenditures  incurred  for  discharge  of  cost  accruals 
at  December  31,  1976  or  amounts  due  as  of  that  date  from  various  agencies  with 
which  the  subgrantee  contracted  for  services.   The  subgrant  agreement  was  for 
$1,312,323.00  of  which  $1,011,000.00  was  advanced  to  the  subgrantee.   Costs 
incurred  under  the  subgrant  totaled  $858,248.37.   The  subgrantee  executed  con- 
tracts or  made  arrangements  with  71  agencies  for  services  whose  costs  totaled 
$819,363.05. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances  including  audit  samples  drawn  from 
$236,794.42  of  costs  of  agencies  selected  for  audit.   Schedule  D  lists  no  ques- 
tionable expenditures.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual 
basis  of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  subgrant  for  the  period  June  1,  1976  to  December  31, 
1976,  including  transactions  to  the  final  close  out  at  March  29,  1977. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  findings 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  subgrant  to  which  it 
refers  and  should  not  be  used  for  any  other  purpose. 
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AUDIT  REPORT 

CETA  GRANT  NUMBER  30-6-101-10  AWARDED  TO 
MONTANA  STATE  EMPLOYMENT  SERVICE 

HELENA,  MONTANA 
GRANT  PERIOD  FROM  AUGUST  1,  19  75  TO  SEPTEMBER  30,  1976 


CONTENTS 
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A  -  Status  of  Federal  Funds  4 

R  -  Statement  of  Accrued  Expenditures  5 

C  -  Accrued  Expenditures  by  Program  Activity  6 

D  -  Summary  Schedule  of  Questionable  Expenditures  7 

E  -  Compliance  and  Internal  Control  8 


Ernst  &Ernst 

2700  Seattle-Fust  National  B.ink  Bldij  •  1001  Fourth  Ave  •  Seattle.  WA  981  64  •  Ptiunc  206/62?-0B1  0 
January  31 ,  1977 


To  the  Montana  State  Employment  Service: 

We  have  examined  the  financial  and  related  program  records  of  the  CETA  Grant 
number  30-6-101-10  awarded  to  Montana  State  Employment  Service  (Grantee)  for 
the  period  August  1,  1975  to  September  30,  1976,  including  transactions  to  the 
final  close  out  at  December  13,  197G. 

Our  examination  was  made  in  accordance  with  the  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Function?"  issued  by  the  Comptroller 
General  of  the  United  States,  applicable  to  examinations  of  financial  operations 
and  reviews  of  compliance  with  applicable  laws  and  regulations  and  the  CETA 
financial  audit  guide  issued  by  the  U.S.  Department  of  Labor.   It  included  tests 
of  the  accounting  and  program  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  grant  agreement  was  for  $1,079,640.00  of  which  $1,042,779.47  was  advanced 
to  the  subgrantee.   Costs  of  the  grant  totaled  $1,033,288.45  from  which  audit 
samples  were  drawn.   Schedule  D  lists  no  questionable  expenditures  disclosed 
by  our  sample.   Schedules  A,  B,  and  C  have  been  prepared  on  the  accrual  basis 
of  accounting. 

In  our  opinion,  these  schedules  present  fairly  the  financial  information  contained 
therein  which  relates  to  the  grant  for  the  period  August  1,  1975  to  September  30, 
1976,  including  transactions  to  the  final  close  out  at  December  13,  1976. 

We  have  also  reviewed  the  areas  of  Compliance  and  Internal  Control  and  the  finding.'^ 
resulting  from  our  review  are  presented  in  Schedule  E. 

This  report  is  intended  for  use  in  connection  with  the  grant  to  which  it  refers 
and  should  not  be  used  for  any  other  purpose. 
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AGENCY  REPLIES 
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GOVERNOR'S  EMPUOVMENT 
&  TRAINING  C.OUNC:iL 


October  12,  1977 


Legislative  Audit  Committee 

Montana  State  Legislature 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana   59601 

Gentlemen: 

Enclosed  are  the  audit  drafts  for  the  Employment  Security  Division 
CETA  subgrants  76-56045,  76,56047,  76-56059,  76-56062,  76-56067,  76- 
56071,  and  76-56091. 

It  is  our  understanding  that  Employment  Security  has  submitted 
directly  to  your  office  their  written  response  and  copies  of  audit 
drafts  for  76-56046,  76-56059,  76-56062,  76-56067,  and  76-56071.  This 
office  directed  the  Employment  Security  Division  to  address  the  response 
to  the  Legislative  Audit  Committee  through  the  Governor's  Employment  and 
Training  Council.  We  did,  however,  receive  an  unsigned  copy  of  the 
response. 

We  are  in  the  process  of  asking  the  Employment  Security  Division  to 
respond  through  our  office  as  originally  requested.  Assuming  this 
response  is  the  same  as  the  response  originally  submitted  to  your  office, 
we  will  consider  it  satisfactory  with  one  exception.  The  amount  of 
$121,854.45  on  Subgrant  76-56059  should  be  charged  to  Fiscal  Year  1976. 

As  soon  as  we  receive  an  official  response  from  the  Employment 
Security  Division,  it  will  be  forwarded  to  your  office. 

No  written  response  was  required  from  the  Employment  Security 
Division  for  subgrants  76-56047  and  76-56091  as  there  were  no  questionable 
costs  nor  exceptions  noted. 


Sincerely, 


BRUCE  H.  De 
Executive  Director 
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August  12,   1977 


■'epl   cl  Ls'  u-  8i  ■    ■:,;s:'y 

Eniploymtnl 
Security 
(Jivision 

"  :')    rjn>.    1728  »  Hi.;„:   ,    MrtiHa 


b>JoO; 


Legislative  Audit  Committee 
Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT   59601 

Gentlemen: 


fv]Ci.'i;>><A  I:... 


..2 


Following  is  our  response  to  Mr.  DeRosier's  letter  of  July  12,  1977, 
transmitting  the  attached  Discussion  Drafts  of  the  Audit  Reports  for 
CETA  Subgrants  76-56046  and  76-56071. 

Schedule  E,  Subgrant  76-56046: 

1.  This  Agency  concurs  with  the  findings  and  recommendation. 
While  we  are  not  able  to  control  receipt  of  funds,  our 
monthly  projections  for  drawing  of  funds  will  continue 
to  be  based  on  accurate  estimates  of  only  amounts  needed 
to  meet  costs  for  the  requested  period.  Our  goal  in  this 
regard  will  continue  to  be  attainment  of  that  optimum 
operational  level  wherein  cash  draws  will  exactly  match 
expenditures,  resulting  in  the  most  efficient  utilization 
of  program  funds  possible. 

Schedule  E,  Subgrant  76-56071: 

1.  The  findings  appear  to  be  in  accord  with  the  exit  inter- 
views held  with  the  Auditors.  No  findings  or  recom- 
mendations were  noted  which  call  for  a  response. 

Sincerely, 


FRED  BARRETT,  Administrator 
Employment  Security  Division 
Department  of  Labor  &  Industry 

FB/CCW:lml 

cc:     Bruce  H.   DeRosier,   Director 

Governor's   Employment  and  Training  Council 
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State  of  Montana 
Dept   of  Labor  &  tndustry 

Employment 
Security 
Division 

!■'■  O    Box  I  728  •  Hclfnn. 
Phono.   (406)  449-251  1 


Montano  596 


Legislative  Audit  Committee 
Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT   59601 

Gentlemen: 


•  >  •  k  ~  /\ 
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Following  is  our  response  to  Mr.  DeRosier's  letter  of  July  12,  1977, 
transmitting  the  attached  Discussion  Drafts  of  the  Audit  Reports  for 
CETA-PSE  Subgrants  76-56059,  76-55062,  and  76-56067. 

Schedules  D  and  E,  Subgrant  76-56059: 

1.  Errors  in  Cost  Transfers.  We  are  in  agreement  with  the  recom- 
mendation that  internal  improvements  were  needed  to  avoid 
similar  accruals  errors.  A  new  record,  keeping  system  to 
determine  accruals  in  the  PSE  Programs  has  been  instituted  and 
win,  we  feel,  preclude  similar  future  errors. 

2.  Utilization  of  Subgrant  Funds.  We  also  feel  that  the  effi- 
ciency with  which  subgrant  funds  were  utilized  is  "fairly 
reasonable".  While  we  recognize  that  improved  effectiveness 
in  the  drawing  of  funds  is  highly  desireable,  and  will  re- 
spond positively  to  any  improved  procedures;  we  also  feel 
that  timely  transfer  of  funds  requested  constitutes  a  part 
of  this  problem.  We  do  not  control  this  procedure.  Funds 
are  requested  by  the  15th  of  each  month,  for  the  month 
following.  While  receipt  of  these  funds  are  to  be  on  a 
weekly  basis,  we  often  do  not  receive  any  funding  during 
the  first  several  weeks  of  a  month,  with  two,  three,  or 
four  weeks  of  funding  suddenly  arriving  in  one  transfer. 
Cash-on-hand  is  then  excessive  and  certainly  not  in  accord 
with  the  desires  of  any  of  the  Agencies  involved  in  these 
programs.  With  expenditures  of  one  million  plus  dollars  in 
the  PSE  Programs  each  month,  a  one  or  two  week  delay  in 
receipt  of  funds  negates  all  efforts  to  maintain  an  ex- 
penditure level  which  approximates  receipts. 
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Legislative  Audit  Committee 
Page  Two 
August  12,  1977 


3.  Cost  Reportings  by  Agencies  with  which  the  Subgrantee  Contracts 
for  Services.   We  are  in  agreement  with  these  findings.  A 
simplified  revised  invoice  and  report  form  has  been  adopted  which 
partly  corrects  these  deficiencies.  However,  problems  of  proper 
invoice  completion  by  PSE  User  Agencies  persist,  despite 
frequent  telephone  and  personal  contacts  as  well  as  returning 
of  the  invoices  for  proper  completion.  One  very   apparent  cause  of 
these  problems  seems  to  be  the  handling  of  agency  payroll/time- 
keeping, especially  with  the  smaller  user  entities  by  indiv- 
iduals with  little  background  or  comprehension  of  sound  book- 
keeping/accounting procedures.  PSE,  to  ensure  meeting  timely 
payrolls  for  the  many  participants  throughout  the  State, 
operates  on  a  one  month  advance  basis.  We  have  instituted  a 
procedure  whereby  an  advance  based  on  contract  data,  is  sent, 
while  the  incorrectly  prepared  invoice  is  returned  for  proper 
completion,  along  with  detailed  itemization  of  those  items  not 
properly  prepared. 

Changes  in  invoicing  forms  have  corrected  the  reporting  of 
hours  worked. 

1       The  practice  of  initialing  invoices  by  the  persons  performing 
I       audit  prior  to  payment,  has  been  adopted  as  a  regular  pro- 
'       cedure. 

Schedule  E,  Subgrant  76-55062: 

1.  Errors  in  Cost  Transfers.  As  noted  above,  we  are  in  agreement 
with  the  findings  and  recommendations.  A  new  record  keeping 
system  to  determine  accruals  has  been  initiated. 

'    2.  Cost  Reportings  by  Agencies  with  which  the  Subgrantee  Contracts 
for  Services.  As  noted  in  the  related  discussion  above,  for 
Subgrant  76-56059,  we  have  instituted  new  invoicing/report 
form  which  have  alleviated  many  of  these  problems.  A  policy  of 
on-going  personal,  telephone  and  mail  contacts  along  with 
itemized  listings  of  invoice  deficiencies  has  also  been  adopted. 


-4- 


Legislative  Audit  Committee 
Page  Three 
August  12,  1977 


Schedule  E,  Subgrant  76-56067; 


1.  We  concur  with  the  findings  and  have  initiated  corrective 
actions/procedures/form  revisions  as  noted  in  the  above 
responses  for  Subgrants  76-56059  and  76-56062. 


Sincerely, 


FRED  BARRETT,  Administrator 
Employment  Security  Division 
Department  of  Labor  &  Industry 

FB/CCW:lml 

cc:  Bruce  H.  DeRosier,  Director 

Governor's  Employment  and  Training  Council 
Attachment 
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Legislative  Audit  Committee 
Office  of  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

ATTN:  Morris  L.  Brusett,  Legislative  Auditor 

Gentlemen: 


-  i        . 


In  response  to  your  letter  dated  July  6,   1977,   following  is  our  response  to 
recommendations  pertaining  to  the  audit  report  made  by  Ernst  and  Ernst  on 
CETA-CEP  Subgrant  30-6-101-10. 

Allowance  Payments: 

In  the  instance  where  an  applicant  had  been  determined  ineligible 
for  CETA-CEP  Program  participation  because  family  income  was  over 
the  allowable  income  level;  and  then  had  recomputed  earnings  and 
reapplied,  we  are  in  concurrence  that  further  investigation  was 
warranted,  prior  to  acceptance  into  the  program. 

The  local  Employment  and  Training  CETA-CEP  staff  members  who  have 
the  responsibility  of  determining  participant  eligibility  for 
program  services  have  written  instructions  that  income  data  must  be 
carefully  examined  before  certification.  While  CETA  regulations 
and  our  standard  procedures  establishes  that  a  signed  certification 
of  income  from  the  applicant  provides  adequate  documentation  of 
eligibility  without  the  need  of  income  verification;  our  procedures 
specify  that  investigation/verification  be  done,  in  addition  to  the 
signed  certification,  where  reason  to  suspect  the  validity  of  the 
data  exists. 

We  have  reaffirmed  this  policy  with  all  CETA-CEP  staff  members. 

Approval  of  Disbursements: 

We  are  in  complete  agreement  that  all  invoices,  claims,  warrants, 
etc.,  must  be  initialed  prior  to  payment  by  personnel  who  are 
assigned  the  audit  responsibilities.  This  reconmendation  has 
been  adopted,  and  is  in  place. 
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Legislative  Audit  Committee 
August  9,  1977 
Page  Two 


Cash  Receipts  and  Use  of  Funds: 

We  strongly  agree,  and  make  eyery  attempt  to  stabilize  the  cash 
flow  and  avoid  excessive  cash  on  hand.  However,  this  is  one  of 
many  situations  we  are  unable  to  control. 

Funding  under  subgrant  76-56071  did  not  become  available  until 
April,  1976;  although  a  letter  of  agreement  authorizing  activities 
and  expenditures  was  signed  in  December,  1975.  The  activities 
within  the  contract  were  operational  irmiediately,  but  the  monies 
for  funding  this  subgrant  was  not  received  until  April,  1976. 
In  the  interim,  other  related  funding  sources  were  utilized  to 
make  payments  on  this  specific  contract.  Needless  to  say,  when 
the  initial  monies  were  received  to  cover  the  prior  three  oper- 
ational months,  we  were  in  a  situation  where  cash  on  hand  was 
excessive. 

Every  effort  will  be  made  in  our  operational  procedures  to  make 
the  disbursements,  receipts,  and  cash  on  hand  more  compatible 
within  the  overall  operation. 

General  Comments:  ■. 

We  disagree  with  the  recommendation  that  interrelationship  between 
grants  be  avoided.  It  is  mandated  by  congress  that  linkages  be- 
tween programs  be  established. 

Although  interrelationships  between  grants  does  cause  some  report- 
ing problems,  the  overall  operation  of  the  program  by  inter- 
relationship of  grants  is  much  more  beneficial  in  avoiding 
duplications  and  to  provide  increased  service  to  the  participants, 
which  is  the  intent  of  the  CETA-CEP  Program. 

It  is  the  opinion  of  the  CETA-CEP  administrative  staff  that  the  fi- 
nancial and  accounting  controls,  plus  the  compatability  of  the  funds 
pertaining  to  receipts  and  disbursements  will  be  equalized  in  future 
operations.  The  problems  encountered  in  the  first  year  operation 
were  many  and  varied,  and  in  most  cases  have  been  rectified. 

Efforts  will  be  made  to  become  more  efficient  in  grant  inter- 
relationship; however,  the  Department  of  Labor's  policy  is  to 
encourage  this  type  of  operation  and  we  must  abide  by  their 
guidelines. 

Sincerely, 


FRED  BARRETT,  Administrator 
Employment  Security  Division 
Department  of  Labor  &  Industry 

FB/CCW:dlh  -7- 


